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CONFIDENTIAL PARIS 15957 

US OECD 

E.O. 11652: GDS 

TAGS: EFIN, EAID, TU, OECD 

SUBJECT: RENEGOTIATION OF TURKEY'S EXTERNAL DEBT 

REF: PARIS 15793 

1 . AFTER FULL DAY NEGOTIATIONS, CREDITOR COUNTRIES 
REACHED AGREEMENT ON SUBSTANCE OF A NEGOTIATING PRO- 
POSAL TO BE PRESENTED TO TURKISH DELEGATION LATE IN 
EVENING OF MAY 18. ALTHOUGH PROPOSAL IS TOUGH, PRE- 
LIMINARY INDICATIONS ARE THAT TURKISH DEL WILL ACCEPT 
IT AS A BASIS FOR CONTINUING NEGOTIATIONS WITH CREDITORS. 

IN VIEW USG DELEGATION. PROVISIONS REGARDING SHORT 
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TERM DEBT ARE INADEQUATE IN RELATION TO THE REALITIES 
OF CURRENT TURKISH BALANCE-OF-PAYMENTS SITUATION, AND 
USG HAS ENTERED RESERVATION AMONG CREDITORS ON THIS 
POINT. SPECIFICALLY, US DELEGATION WOULD LIKE TO SEE 
AGREEMENT PROVIDE FOR RENEGOTIATION OF SOME SHORT-TERM 
DEBT NOT YET IN ARREARS. FRENCH HAVE USED CHAIRMAN- 
SHIP OF WORKING PARTY IN VERY EFFECTIVE FASHION TO 
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MINIMIZE IMPACT OF RENEGOTIATION OF SHORT TERM DEBT. 

2. THE MAJOR PROVISIONS OF PROPOSAL SUBMITTED TO 
TURKISH DELEGATION ARE AS FOLLOWS: 

(A) DEBT CONTRACTED BEFORE 1/1/78 AND HAVING A MATU- 
RITY OF MORE THAN 1 YEAR. 

- 70 PERCENT OF PRINCIPAL AND INTEREST PAYMENTS DUE 
BETWEEN L/l/77 AND 5/31/78 AND NOT YET SETTLED (I.E., 
ARREARAGES); 

- 70 PERCENT OF THE PRINCIPAL AND INTEREST PAYMENTS 
DUE BETWEEN 6/1/78 AND 12/31/78; 

TO BE REPAID OVER 6 YEARS WITH THREE YEARS GRACE. THE 
REMAINING 30 PERCENT TO BE PAID IN TWO EQUAL INSTALL- 
MENTS ON 12/31/78 AND 6/30/79. 

(B) DEBT CONTRACTED BEFORE 1/1/78 HAVING A MATURITY 
OF ONE YEAR OR LESS. 

- 60 PERCENT OF THE AMOUNT OF PRINCIPAL AND INTEREST 
PAYMENTS DUE BETWEEN 1/1/77 AND 5/19/78 AND NOT YET 
SETTLED (I.E., ARREARAGES). 
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TO BE REPAID OVER 4 YEARS WITH TWO YEARS GRACE. THE 
REMAINING 40 PERCENT TO BE PAID IN TWO EQUAL INSTAL- 
LMENTS ON 9/30/78 AND 3/31/79. 

3. NOTE: REVISED DATA SHOW OECD CREDITORS SHORT TERM 
GUARANTEED DEBT AT $876 MILLION OF WHICH $3L0 MILLION 
IS IN ARREARS. FRG HAS LARGEST STOCK, $428 MILLION 

OF WHICH $146 MILLION IN ARREARS. FRENCH SHORT-TERM 
DEBT IS $180 MILLION OF WHICH $38 MILLION IS IN 
ARREARS. 

SALZMAN 
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